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We affirm that:

We are certified public accountants licensed to practice in Michigan.

We further affirm the following material, "no” responses have been disclosed in the financial statements, including the notes, orin the
Management Letter {report of comments and recommendations)
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Check each applicable box below. {See instructions for further detail.)

All required component units/funds/agencies of the local unit are included in the financial statements and/or disclesed in the
reparting entity notes to the financial statements as necessary

There are no accumulated deficits in one or more of this unit's unreserved fund balances/unrestricted net assets
(P.A. 275 of 1980) or the local unit has neot exceeded its budget for expenditures.

The local unit is in compliance with the Uniform Chart of Accounts issued by the Department of Treasury
The local unit has adopted a budget for alt required funds

A public hearing on the budget was heid in accordance with State statute

The local unit has not violated the Municipal Finance Act, an order issued under the Emergency Municipal Loan Act, or
other guidance as issued by the Local Audit and Finance Division.

The iocal unit has not been delinguent in distributing tax revenues that were collected for another taxing unit
The local unit only holds depositsfinvestments that comply with statutory requirements.

The loca! unit has no illegal or unauthorized expenditures that came to our attention as defined in the Builetin for
Autdits of Local Unifs of Government in Michigan, as revised {see Appendix H of Bulletin}.

There are no indications of defaication, fraud or embezzlement, which came fo our attention during the course of our audit
that have not been previously communicated 1o the Local Audit and Finance Division {(LAFD) If there is such activity that has
not been communicated, please submit a separate repori under separate cover.

The local unit is free of repeated comments from previous years.
The audit opinion is UNQUALIFIED

The local unit has complied with GASB 34 or GASB 34 as modified by MCGAA Staternent #7 and other generally
accepled accounting principies (GAAP)

The beard or council approves all inveices prior to payment as required by charter or statute.

To our knowledge, bank reconciliations that were reviewed were performed timealy.

if 3 local unit of government (authorities and commissions included) is operating within the boundaries of the audited entity and is not
included in this or any other audit report, nor do they obiain a stand-alone audit, please enclose the name({s), address(es}, and a
description(s) of the autherity and/or commission

I, the undersigned, certify that this statement is complete and accurate in all respects

We have enclosed the foliowing Enclosed | Not Required (enter a brief justification)
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independent Auditors’ Report

Members of the Viliage Council
Village of Stockbridge
Stockbridge, Michigan

We have audited the accompanying financial statements of the governmental activities, the business-type

activities, the discretely presented component units, each major fund, and the
information of the Village of Stockbridge as of and for the year ended February 2

aggregate remaining fund
8, 2007, which collectively

compiise the Village's basic financial statements as iisted in the table of contents. These financial
statements are the responsibility of the Viltlage's management. Our responsibility is to express an opinion

on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accept
America. Those standards require that we plan and perform the audit 10 obtain reasona
whether the financial statements are free of material misstatement. Al
hasis, evidence supporting the amounts and disclosures in the financia
assessing the accounting principies used and significant estimates ma

ed in the United States of

ble assurance about

n audit includes examining, on a test
| statements. An audit also includes
de by management, as well as

evaluating the overall financial statemnent presentation. We believe that our audit provides a reasonable

pasis for our opinion.

in our opinion the financial statements referred to above present fairly, in all material respects, the financial
position of the governmental activities, the business-type activities, the discretely presented component
units, each major fund, and the aggregate remaining fund information of the Village of Stockbridge as of

February 28, 2007, and the respective changes in financiat position and ¢©
thereof for the year then ended in conformity with accounting principles gen

States of America.

ash flows, where applicable,
erally accepted in the United

The budgetary comparison information on page 23 is not a required part of the financial statements but is
supplementary information required by the Governmental Accounting Standards Board. We have applied
certain limited procedures, which consisted principalty of inquiries of management regarding the meihods of
measurement and presentation of the supplementary information. However, we did not audit the information

and express No opinion on it.

our audit was made for ihe purpose of forming opinions on the financial statements that coliectively

comprise the Village of Stockbridge’s basic financial statements. The combining and ind
statements and schedules listed in the table of contents are presented for purp
and are not a required part of the financial statements of the Village of Stockbrid
been subjected o the auditing procedures applied in the audit of the financial sta
opinion, is fairty stated in all material respects in relation to the financial st

(0 itea +Quagontc, PC

Willis & Jurasek, P C.

August 15, 2007

ividual fund financiat

oses of additional analysis
ge Such information has
tements end, in our
atements taken as a whole.

WWILLIS & JURASEK, P.C.

2545 Spring Arbor Road

Suite 200

Jackson, MI 49203-3690 i

Phone Number: (517) 788-86G0
Fax Number: (317) 738-0872
E-Mail: willistewillispe com
Web site: wew willispe com



Viliage of Stockbridge
Management's Discussion and Analysis
Year Ended February 28, 2007

As management of the Village of Stockbridge, we offer readers of the Village's financial statements this
narrative overview and analysis of the financial activities of the Village for the year ended February 28, 2007.

The Village as a Whole

The Village’s net assets are stable, and in fact, are on the rise. The Village continues to provide primary
services to our residents.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Village's basic financial
statements. The Village’'s basic financial statements comprise three components: 1) government-wide
financial statements, 2) fund financial statermnents, and 3) noles to the financial statements. This report also
contains other supplementary information in addition to the basic financial statements themselves.

Government-wide financial statements. The government-wide financial statements are designed to
provide readers with a broad overview of the Village's finances, in @ manner similar to a private-sector
business.

The statement of net assels presents information on all of the Village’s assets and liabilities, with the
difference between the two reported as net assets. Over fime, increases or decreases in net assets may
serve as a useful indicator of whether the financial position of the Village is improving or deteriorating.

The statement of activities presents information showing how the govermnment's net assets changed during
the most recent fiscal year. All changes in net assets are reported as soon as the underlying event giving rise
io the change occurs, regardiess of the timing of refated cash flows. Thus, revenues and expenses are
reported in this statement for some items that will only resuit in cash flows in future fiscal periods.

Both of the government-wide financial statements distinguish functions of the Village that are principally
supported by taxes and infergovernmental revenues (governmental activities) from other functions that are
intended to recover all or a significant portion of their costs through user fees and charges (business-fype
activities). The governmenta! activities of the Village include legislative, general government, public works
and community and economic development. the business-type activities are water and sewer.

The government-wide financial statements can be found on pages 1-3 of this report.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The Village, like other state and
local governments, uses fund accounting to ensure and demonstrate compliance with finance-related iegal
requirements. All of the funds of the Village can be divided into three categories: governmental funds,
proprietary funds, and fiduciary funds.



Village of Stockbridge
Management's Discussion and Analysis
Year Ended February 28, 2007

Governmental funds. Governmental funds are used o account for essentially the same functions reported
as governmental activities in the government-wide financial statemenis. However, unlike the
government-wide financial statements, governmental fund financial statemenis focus on near-term inflows
and outflows of spendable resources, as well as on balances of spendable resources available at the end of
the fiscal year. Such information may be useful in evaluating a government's near-term financing require-
ments.

Because the focus of governmental funds is narrower than that of the government-wide financial statements,
it is useful to compare the information presented for governmental funds with similar information presented
for governmental activities in the government-wide financial statements. By doing so, readers may better
understand the long-term impact of the government's near-term financing decisions. Both the governmental
fund balance sheet and the governmental fund statement of revenues, expenditures, and changes in fund
palances provide a reconciliation to facilitate this comparison between governmental funds and
governmental activities.

The Village maintains eight individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expendiiures, and
changes in fund balances for the general, major sireet and local streef, each of which are considered io be
major funds. Data from the other five governmental funds are combined into a single, aggregated
presentation. Individual fund data for each of these non-major governmental funds is provided in the form of
combining statements elsewhere in this report.

The Village adopts an annual appropriated budget for its general and special revenue funds. Budgetary
comparison statements or schedules have been provided herein to demonstrate compliance with those
budgets.

The basic governmental fund financial statements can be found on pages 4-7 of this report.

Proprietary funds. The Village maintains iwo different types of proprietary funds. Enferprise funds are used
to report the same functions presented as business-type activities in the government-wide financial
statements. The Village uses enterprise funds to account for its sanitary sewer and water distribufion.
Internal service funds account for operations that provide services for equipment renfal and accumulate and
allocate costs internally among the Village’s various functions. Because this service predominantly benefits
governmental rather than business-type funclions, they have been included within governmental activities in
the government-wide financial statements.

Proprietary funds provide the same type of information as the government-wide financial statements, only in
more detail. The proprietary fund financial statements provide separate information for two major enierprise
funds; water, and sewer.

The basic proprietary fund financial statements can be found on pages 8-10 of this report.

Notes to the financial statements. The notes provide additional information that is essential to a iull
understanding of the data provided in the government-wide and fund financial statements. The notes to the
financial statements can be found on pages 1-22 of this report.

Other information. in addition to the basic financial statements and accompanying notes, this report also

presents certain other information. This includes combining fund financial statements and schedules, which
can be found on pages 25-26 of this report.

iii



Village of Stockbridge
Management's Discussion and Analysis
Year Ended February 28, 2007

Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial positien. In
the case of the Village of Stockbridge, assets exceeded liabilities by $4,682,336 at the close of the most
receni fiscal year.

By far the largest portion of the Village's net assets, about eight-nine percent (87%], reflects its investment in
capital assets {e.g., land, buildings, vehicles, equipment and infrastructure); less any related debt used o
acquire those assets that is siill ouistanding. The Village uses these capital assets to provide services {o
citizens; consequently, these assets are not available for fulure spending. Although the Village's investment
in its capital assets is reported net of related debt, it shouid be noted that the resources needed to repay this
debt must be provided from other sources, since the capital assets themselves cannot be used to liquidate
these liabilities.

In a condensed format, the iable below shows net assels as of the current date:

Governmental Activities Business-Type Activities

2007 2006 2007 2006
Current Assets $ 559,656 $ 622,584 $ 283,166 $ 246,200
Non-Current Assets 1,646,190 1,570,813 5,806 047 5,431,692
Total Assets 2,205,845 2,193,497 6,089,213 5677.892
Current Liabilities 96,806 81,102 405,693 230,897
Non-current Liabilities 177.843 230,590 2,932,381 2.718,940
Total Liabilities 274,649 311,892 3.338.074 2,922 837
Net asseis
Invested in capital assets -
net of related debt 1,423,858 1,297,160 2,837,079 2,519,863
Restricted - - - -
Unrestricted 507,338 584.645 114,080 235192
Total net assets $1,931,197 $1.881.805 $2,751.139 $2.755,055




Village of Stockbridge
Management's Discussion and Analysis
Year Ended February 28, 2007

The following table shows the changes of the net assets as of the current date.

Governmental Activities Business-Type Activities
2007 2006 2007 2008

Program Revenues
Charges for services $ 73335 $ 71,166 $ 510,425 $ 498,034
Operating grants 77,485 78,348 - -

General revenues

Property taxes 325,096 306,246 - -
State-shared revenue 117,124 122,613 - -
Interest income 12,713 12,472 2.940 5,803
Other 61,892 123,478 28,570 37,709
Transfers 31,658 {1,403) 15,000 58,313
Total revenues 698,303 718,920 556,935 600,859

Program expenses:
Legislative 56,637 60,641 - -
General government 207,622 256,680 - -
Public safety 147 651 130,199 - -
Pubilic works 177,748 138,009 - -
Culture and recreation 13,787 18,372 - -
Other 38,436 56,595 - -
Interest 11,032 12,373 - -
Water and sewer - - 560,851 547 507
Total expenses 649,911 672,879 560,851 547,507
Change in net asseis $__49392 §__ 46,041 $_ (3.916) $__53.452

The Village's net assets continue 1o remain healthy.

Governmental Activities

The Village total revenues have decreased slightly due to decrease in state shared revenues. In the
meantime, we are getting a fair rate of refurn on our investments and every effort is being made to carefully
budget our available funds and maintain a stable cash flow.

Business Type Activities

The Village's business-type activities consist of the Water and Waste Water Enterprise Furnds. The Village
provides water and sewer to most all of the Village residents.



Village of Stockbridge
Management's Discussion and Analysis
Year Ended February 28, 2007

General Fund Budgetary Highlights

Over the course of the year, approximately quarterly, Village Council amends the budget to take into account
avents happening during the year.

Capital Asset and Debt Administration

At the end of the 2006/2007 fiscal year, the Village has a total investment of capital assels for ifs
governmenial and business-type activities as of February 28, 2007 of $7,452,237, which is made up of a
broad range of capital assets, including buildings, water and sewer structures, both above and helow ground,
and significant investments in streets.

Maijor capital asset events during the current fiscal year included the following:

«  Work on water and sewer system improvements of $528,764.
e Additions to the internal service fund equipment of $4,900 for a mower.
e Infrastructure improvements of $124,416

The following table summarizes the fixed assets of the Village as of the current year end:

Governmental Acfivities Business-Type Activities

2007 2006 2007 2006
Land $ 304,778 $ 304,778 $ 79111 $ 79111
Buildings and improvements 78,244 78,244 - -
Equipment and vehicles 322,189 404,766 18,686 18,686
infrastructure 1,730,098 1,605,682 - -
Distribution and collection systems - - 7,070,364 4,320,646
Construction in progress - - 365,523 2,586,477
Accumulated depreciation {789,119) (822,557} {1727637) (1,573,228)

Net capital asseis $.1,646.190 $.1,570.813 $.5,806.047 $.5431,692

Most of the indebtedness is chargeable to the Business type activities.

The following table summarized the debt outstanding at the current year end.

Governmental Activities Business-Type Activities
2007 2006 2007 2006
Revenue bonds $ - 5 - $3,132,381 $2,883,040
installment purchase agreemenis 51,141 81,580
General obligation bonds 170,000 180,600 - -
Net capital assets $_221.141 $ 271,580 $3.132.381 $2.,883.940

The Village's total debt increased by $197,892.

Vi



Village of Stockbridge
Management’'s Discussion and Analysis
Year Ended February 28, 2007

Economic Factors and Next Year's Budgets and Rates

The Village adopted a General Fund budget for the fiscal year 2007-20608 in which planned revenue shows
jittle increase and expenditures with small increases. The revenue budget plans for smalt decreases in state
revenue offset by increases in property taxes The Village has continued to hold expenditure increases {o a
minimum to help offset the slow growth in revenues.

Contacting the Village Management

This financial report is intended to provide our citizens, taxpayers, customers and investors with a general

overview of the Village's finances and to show the Village's accountability for the money it receives. If you
have questions about this report or need additional information, we welcome you to contact the Village office.

wii



Asseis:
Cash andg investmenis
Receivables
Other recefvable
Internai balances
Prepaid expenses
Capital assets, net:
Not being depreciated
Being depreciated
Total assets

Liabilities:

Accounts payable

Accrued expenses

Accrued interest

Cther debt related liability

Deferred revenue

Noncurrent liabitities:
Due within one year
Due in more than one year

Total liabilities

Net Assets:
Invested in capital assets,
net of related debt
Unrestricted
Total net assets

See Notes to Financial Statements.

Village of Stockbridge
Statement of Net Assets

February 28, 2007

Component
e Unit
Primary Government Downtown
Governmental Business-type Development
Activities Activities Totat Authority

$ 454 905 $ 167,312 $ 622,217 $ 113,838
53,185 92,865 151,864 262,237
- 63,189 63,189 -

40,060 (40,000) -

5,552 - 5,552

304,778 444 634 749412
1,341,412 5361413 6,702 825 -
2.205.846 5,089,213 8.295,059 376.075
44 404 101,455 145,859 -
6,427 4,482 10,889 208,182
2,037 36,587 38,624 -

- 63,189 83,189

840 - 840
43,298 200,000 243,248 -
177.843 2.932 381 3,110,254 25,652
274,649 3,338,074 3.612.723 233,834
1,423,012 2,573,890 3,896,802 -
507,339 177,245 £84,588 142,241
$ 1,930.351 8 2751139 % 4681490 % 142,241




Village of Stockbridge
Statement of Activities
Year Ended February 28, 2007

Program Revenues

Operating
Charges Grants and  Net {(Expenses)
Functions/Programs Expenses for Services _ _Contributions Revenues
Primary Government
Governmental aclivities.
Legislative $ 56,637 § -5 - $ (56,637}
General government 207 822 33,658 - (173,864)
Public safety 147 651 705 - (146,946
Public works 174,746 38,872 77,485 {58.289)
Highways and slreets - - - -
Culture and recreation 13,787 - - (13,787}
Other 38,436 - - (38.438)
Interest on long-term debt 11,032 - - (11,032}
Unallocated depreciation - - - -
Total governmental activities 649,911 73,335 77.485 {499.091}
Business-type activities:
W ater 163,549 170,653 - 7,104
Sewer 397,302 339,772 - {57.530}
Total businass-type activities 560,851 510,425 - (50,428}
Total primary government $§ 1210762 % 583.760 $ 77485 % (548.517)
Component Unit
Downtown Development Authority 3 383,146 § - § - {383,146}

continued..

See Noies to Financial Statements.



Changes in Net Assets:
Net (expenses) revenuegs

General revenues:
Property taxes
Unrestricted grants and contributions
Interest and investrent eamings
{Other revenues
Transfers - internal aclivities
Total general revenues and transfers

Changes in Net Assets
Net Assets - Beginning of Year

Net Assets - End of Year

See Notes to Financial Statements

Viflage of Stockbridge,
Statement of Activities (Continued}
Year Ended February 28, 2007

Primary Government

Component
Unit
Downtown

Governmental Business-type

Development

Activities Activities Total Authority
3 (489081} % {50,426) $ (549517} % {383,146}
325,006 - 325,096 276,923
17,124 - 117,124 -
12,713 2,840 15,653 2596
61,892 28,570 90,462 37,803
31,658 15.000 45 658 {46,658}
548 483 46.510 584,983 270,664
49 352 {3,916} 45,476 {112 482)
1,881,805 2,755055 4 836 860 254723
$ 1831497 § 2751139 % 4682336 % j42.241




Asseis

Cash
Receivables:
Accounts receivable
Due from other governmeantal units
Due from cther funds
Prepaid expenditures
Total assets

Liabilities and Fund Balances

Liabiltties:
Accounis payable
Salaries payable
Accrued expenditures
Deferred revenue
Total liabilities

Fund Balances.
Reserved:
Prepaid expenditures
Perpetual care and endowment
Unreserved;undesignated
Unreserved;undesignated-
reported in nonmajor
Special revenue funds
Total fund balances

Total liabilibes and fund balances

See Notes to Financial Statements,

Village of Stockbridge
Balance Sheet
Governmental Funds
February 28, 2007

Other
Nonmajor
Major l.ocal Governmental
General Street Sireet Funds Total
$ 149,285 § 42,897 § 115501 % 110,442 § 417,925
7,741 - - - 7,741
37,465 9,978 4015 - 51,458
40,000 - - - 40,000
5.552 - - - 5552
3 240.043 § 52.675 % 118516 § 110,442 § 522 676
$ 18,131 § 25703 § -3 -8 43,834
6,259 - - - 6,259
188 - - - 168
- - - 640 640
24,558 25.703 - 640 50,901
5,552 - - - 5,552
- - - 108,728 108,728
209,933 26,972 119,516 - 356,421
- - - 1.074 1,074
215,485 26,872 119,516 i09.802 471,775
i 240043 § 52675 % 118516 & 110442 3 522,678




Village of Stockbridge
Reconciliation of Fund Balances on the Balance Sheet for Governmental Funds to Net Assels
of Governmental Activities on the Statement of Net Assets
February 28, 2007

Total Fund Balances - Governmental Funds $ 471,775

Amounts reported for governmental activities in the Statement
of Net Assets are different because:
Capital assets used in governmental activities are not financial
resources and are not reported in the funds.

The cost of the capital assets is $ 2435309
Accurmuiated depreciation is (789,119)
1,646,190
Internal service funds are used by management to charge the costs of certain
equipment usage and administrative costs to individual governmental funds.
The assets and liabilities of the internal service funds are included in governmenial
activities in the Statement of Net Assets.
Net assets of governmental activities accounted for in the internal service fund 36,410
Long-term liabiliies not due and payable in the current period
and not reported in the funds:
Bonds payable (170,000)
Laase payable {51,141)
Accrued interest (2,037}
Total Net Assets - Governmental Activities L 1,931,187

See Notes io Financial Statements.



Village of Stockbridge
Staternent of Revenues, Expenditures and Changes in Fund Balances
Governmenital Funds
Year Ended February 28, 2007

Other
Nonmajor
Major Local Governmental
General Street Street Funds Total
Revenues:
Taxes $ 274,331 % - % 50,765 § - & 325096
Licenses and permits 3,337 - - - 3,337
Intergovernmenial 117,124 55,248 22,237 - 194 609
Charges for services 42 607 - - 27,391 69,998
Other 48,187 1,124 1,476 5305 56.092
Total revenues 485 586 56,372 74,478 32,696 649,132
Expendifures:
Legislative 56,837 - - - 56,637
General government 166,419 - - 38,559 204,978
Pubiic safety 147,284 - - 1 147,295
Public works 47 893 186,014 31,898 - 265,805
Culture and recreation 13,787 - - - 13,787
Debt service:
Principal payments - - - 20,000 20,000
Interest and fiscal charges - - - 11,158 11,158
Other 37,836 - - 500 38,438
Total expenditures 469,866 186.014 31.888 70,218 758.096
Revenues QOver
{Under} Expenditures 15,620 (129,642} 42,580 {37.522) {108.964)
Other Financing Sources (Uses):
Operating transfers in - - - 42,943 42943
Operating transfers out (6.500) - - {4.785) {11,285)
Total other financing sources {uses) {6.500) - - 38.158 31.658
Net Changes in Fund Balances 9,120 {129 642} 42,580 636 {77.308)
Fund Balances - Beginning of Year 206,365 156614 76,936 109,166 543,081
Fund Balances - End of Year 3 215485 § 26872 § 119516 § 108,802 § 471,775

See Notes to Financial Statements



Village of Stockbridge
Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balances
of Governmental Funds to the Statement of Activilies
Governmental Funds
Year Ended February 28, 2067

Net Change in Fund Balances - Total Governmenta! Funds 5 {77,306)

Amounts reporied for govermmental activities in the Statement
of Activities are different because:
Governmental funds report capital outlays as expenditures; in the
Statement of Activities, these cosis are allocated over their estimated
useful lives as depreciation.
Depreciation expense 5 {36,358}
Capital cutlay 124 416 88,058

Bond proceeds are reported as financing sources in governimental funds
and thus contribute to the change in fund balance. In the Statement of Net
Assets, however, issuing debt increases long-term liabilities and does not
affect the Statement of Aclivities. Similarly, repayment of principal is an
expenditure in the governmental funds but reduces the liability in the
Statement of Net Assets.

Repayment to bond holders 20,000

An internal service fund is used by management to charge the costs of
certain equipment usage io individual governmental funds. The net revenue
{expense) of the fund atiributable to those funds is reported with
govermnmental aclivities.
Net income from governmental activities in the internal service fund 18,513

Some expenses reported in the Statement of Activities do not require the use
of current financial resources and therefore are not reported as expenditures

in the funds.
Decrease in accrued interest payable on bonds 127
Change in Net Assets of Governmental Activities 3 49,392

See Notes to Financial Statements.



Village of Stockbridge
Statement of Net Assets
Proprietary Funds
February 28, 2007

Assets:
Current assets:
Cash
Accounts receivable
Other recievables
Total current assels

Restricted assets:
Cash

Property, plant and equipment.
Land
Construction in progress
Main and accessories
Machinery and equipment
Improvements
Water system
Less accumulated depreciation
Total property, plant and equipment

Total assets

Liabilities:
Current liabilities (payable from current assets):
Accounts payable
Accrued expenses
Current portion of long-term debt
Cther debt related liability
Accrued interest
Due to other funds
Total current liabilities {payable from current assets)

MNoncurrent liabilities:
SRF loan payable
Bonds payable
Lease payable
Tota! noncurrent liabilities
Total Hiabilities

Net Assets:
Invested in capital assets, net of related debt
Unrestricted
Total net assets

See Noies to Financial Statements.

Governmerntat
Business-Type Activities Activities
Enterprise Funds Internal
Service
Water Sewer Total Fund
5 (22513) § 58,335 % 35822 % 36,980
28,834 63,831 02 865 -
63.189 - 63,188 -
69.510 122,166 181,676 36,980
35,335 a8 155 131.480 -
- 79,111 79,111 -
365,523 - 365,923
- 5,885,614 5,885,614 -
- 18,686 18,686 250,792
- 308,105 308,105 -
876,645 - 876,645 -
(361,505) __(1.366,132) __{1,727.637) (148,736}
880,663 4,925,384 5.806.047 101.656
985,508 5.143.705 6,129.213 138,036
59,370 42,085 101,455 570
2,360 2,102 4,462 -
25,000 175,000 200,000 18,298
63,189 - 63,189 -
4,123 32,484 36,587 -
40,000 - 40.000 -
184,042 251,651 445,683 18.8638
266,811 2,270,570 2,537,381 -
55,000 340,000 385,000 -
- - - 32,843
321,841 2.610.570 2,932,381 32.843
515,853 2.862.221 3378074 51,711
466 540 2,107,350 2,573,890 49915
3,115 174,134 177,248 36,4160
$ 469855 § 2281484 § 2751139 % 86,325




Operating Revenues:
Charges for services
Rental income
Other

Total operating revenues

Operating Expenses:
Administration
Operation and maintenance
Production
Water freatment
Distribution
Total operating expenses

Operating Income {Loss)
Nonoperating Revenues {Expenses}:
Interest income
interest expense
Other income {expense)

Total nonoperating revenues (expenses)
Net Income {Loss) Before Transfers
Transfers In From Other Funds
Net Income {Loss)

Net Assets - Beginning of Year

Net Assets - End of Year

See Notes to Financial Statements

Village of Stockbridge

Statement of Revenues, Expenses
and Changes in Fund Net Assets

Proprietary Funds
Year Ended June, 2007

Governmental

Activifies

lnternal

Service

Water Sewer Totals Funds
$ 170,653 $ 339772 § 510,425 % -
- - - 51,500
140 28.430 28570 -
170.783 368,202 538,995 51.500
49,653 37,063 86,716 46,142

- 276,328 276,328

19,703 - 19,703 -
24,711 24,711 -
63535 - 63,535 -
157.602 313.381 470,993 48,142
13,191 54,811 58,002 5,358
- 2,940 2.840 -
(5,847) (83,911} {89,858) -
- - - 13,155
{5,947} (80.971) {86.918) 13,155
7,244 {26,1860) {18,916) 18,513
15.000 15,8600 -
22.244 {26,160) (3,916} 18,513
447 411 2.307 644 2.755.055 67,812
3 460655 § 2281484 § 2751139 § 86 325




Village of Stockbridge
Statement of Cash Flows
Proprietary Funds
Year Ended February 28, 2007

Business-type Activities Governmental
Enterprise Funds Activities -
Internal
Water Sewer Totat Service Funds
Cash Flows From Operating Activities:
Cash received from customers, residents and users $ 167,656 § 363,307 $ 530,963 % 51,500
Payments o suppliers {70,430} {110,388} (180,818) (22,176}
Payments to employees {65,362} {57,164} (122,526) (7,058)
Net cash provided by (used in) operating activities 31,864 185,755 227,619 22,266
Cash Flows From Noncapital Financing Activities:
Transfers in 15,000 - 15,000 -
Cash Flows From Capital and Related
Financing Activities:
Proceeds from borrowing 281,811 131,630 413 441 -
Purchase of capital assets, net {306,766) {131,630) {438,398) {4,900)
Principal and interest on capital debt {15,947} {238,811} {254,858) {30,445)
Net cash used by capital and related
financing activities {40,902} (238,811 (279,813} (35,3493
Cash Flows From Investing Activities:
Other nonoperating income received - - - 13,155
Interest income received - 2,940 2,940 -
Net cash provided by investing activities - 2,840 2,840 13,155
Net increase (Decrease)} in Cash
and Cash Equivalents 5,862 (40,216) {34,254) 72
Cash and Cash Equivalents - Beginning of Year 6,860 194,706 201,566 36,808
GCash and Cash Equivalents - End of Year $ 12822 % 154,490 % 167,312 $ 36,880

Reconcifiation of Operating Income (Loss)
to Net Cash Provided by Operating Activities:
Qperating income {loss) $ 13,181 & 54,811 68,002 $ 5,358
Adjustments to reconcile operating income {loss}
to net cash provided by {used in} operating activities:

Depreciation and amortization 21,303 133,106 154,409 17.682
Changes in:
Accounts receivable {3,137 {4,894) {8,031) -
Accounis payable {4,085) 4 174 79 (774)
Accrued expenses 4,602 8,558 13,160 -

Net Cash Provided by {(Used in) Operating Activities  $ 31864 § 195,755 % 227619 § 22,268

See Notes to Financial Stalerments
1]



Village of Stockbridge
Notes to Financial Siatemenis

1. Summary of Significant Accounting Policies
Description of Village Operations

The Village of Stockbridge, Michigan, was incorporated under the provisions of Act of 18895, as amended
(General Law Village). The Village operates under a Council form of government and provides various
services 1o its residents in many areas including law enforcement, administration of justice, community
enrichment and development and human services. The criteria esiablished by the Governmental Accounting
Standards Board for delermining the various governmental organizations to be included in the reporting
entity's financial statements include oversight responsibility, scope of public service, and special financial
relationships. Education services are provided through the local scheol system, which is a separate
governmental entity and, therefore, is not represented in the financial statements included herein.

Reporting Entity

Generally accepted accounting principles require the reporting entity to include the Village of Stockbridge
(the primary government) and its component units, entities for which the government is considered to be
financially accouniable. Blended component units, although legally separate entities, are, in substance, part
of the government’s operations and so data from these units are combined with data of the primary
government. Discretely presented component units, on the other hand, are reporied in a separate column in
the combined financial statements to emphasize that they are legally separate from the primary government.
These financial statements present the following component units:

Discretely Presented Component Units
Downtown Development Authority - The Downtown Development Authority (DDA) was formed 1o enhance

the Village's business district by preservation, creation and implementation of the development plans in the
district to be financed by taxes from properties withint its district.

Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e, the Statement of Net Assets and the Statement of
Activities) report information on all of the non-fiduciary activities of the primary government and ifs
component units.  For the most part, the effect of interfund aclivity has been removed from these
statements. Governmental activities, which normally are supported by taxes and intergovernmental
revenues, are reported separately from business-type activities, which rely to a significant extent on fees
and charges for support. Likewise, the primary government is reported separately from certain legally
separate component units for which the primary government is financially accountable

The Statement of Activities demonstrates the degree o which the direct expenses of a given function or
segment are offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or segment. Program revenues include 1) charges fo customers or applicants who
purchase, use, or direcily benefit from goods, services, or privileges provided by a given function or
segment and 2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items niot properly included among
program revenues are reported instead as general revenues

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary
funds, even though the latter are excluded from the government-wide financial statements. Major
individual governmental funds and major individual enterprise funds are reported as separate columns in
the fund financial statements

IR



Village of Stockbridge
Notes to Financial Statemenis

1. Summary of Significant Accounting Policies {Continued)

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

Government-Wide Statements - The government-wide financial statements are reported using the
economic resources measurement focus and the accrual basis of accounting, as are the proprietary fund
and fiduciary fund financial statements. Revenues are recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of related cash flows. Property taxes are
recognized as revenues in the year for which they are levied. Grants and similar items are recognized as
revenue as soon as al! eligibility requirements imposed by the provider have been met.

As a general rule, the effect of interfund activity has been eliminated from the government-wide financial
statements. Excentions to this general rule are payments-in-lieu of taxes and other charges between the
government's water and sewer funds and various other functions of the government. Elimination of these
charges would distort the direct costs and program revenues reported for the various funclions
concerned.

Amounis reporied as program revenues include 1) charges to customers or applicants for goods,
services, or privileges provided, 2} operating grants and contributions, and 3} capital grants and
contributions, including special assessments.  Internally dedicated resources are reported as general
revenues rather than as program revenues. Likewise, general revenues include all taxes.

Fund-Based Statements - Governmental fund financial statements are reported using the current
financial resources measurement focus and the modified accrual basis of accouniing. Revenues are
recognized as soon as they are both measurable and available. Revenues are considered to be available
if they are collected within the current period or soon enough thereafter to pay liabilities of the current
period. For this purpose, the government considers revenues to be available i they are collected within
60 days of the end of the current fiscal period. Expenditures generally are recorded when a liability is
incurred, as under accrual accounting. However, debt service expenditures, as well as expenditures
related to compensated absences, claims, and judgments, are recorded only when payment is due.

Property taxes, franchise taxes, licenses, and interest associated with the current fiscal peried are all
considered to be susceptible to accrual and so have been recognized as revenues of the current fiscal
period. Only the portion of special assessments receivable due within the current fiscal period is
considered to be susceptible to accrual as revenue of the current period. All other revenue items are
considered to be measurable and available only when cash is received by the government.
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Village of Stockbridge
Notes to Financial Statements

1. Summary of Significant Accounting Policies (Continued)
Measurement Focus, Basis of Accounting, and Financial Statement Presentation {Continued)
The government reports the following major governmental funds:

General Fund — This fund is the government's primary operating fund. It accounts for all financial
resources of the general government, except those required o be accounted for in another fund.

Major Street Fund — This fund is a special revenue fund. t accounts for revenues received primarily from
the State of Michigan Department of Transporiation and accounts for street activity relating to the major
street functions of the Village.

Local Street Fund — This fund is a special revenue fund. It accounts for revenues received primarily from
the State of Michigan Depariment of Transportation and accounts for street activity relating to the local
streef functions of the Village.

The government reports the following major proprietary funds:

Water Fund — The Water Fund accounts for the activities of the government's water production,
purification, and distribution systems.

Sewer Fund — The Sewer Fund accounts for the activities of the government's sewage collection and
treatrnent systems.

Additionally, the government reports the following fund types:

Special Revenue Funds — These funds account for revenue sources that are legally restricted fo
expenditures for specific purposes (not including major capital projects)

Permanent Funds — These funds account for resources that are legally restricted to the extent that only
earnings, and not principal, may be used for purposes that support the government’s programs.

Internal Service Funds — The internal service funds account for operations that provide services
{eguipment rental) to other departments of the Village on a cost-reimbursement basis.

Additional Financial Statement Presentation Information - Private-sector standards of accounting and
financial reporting issued prior to December 1, 1989, generally are foilowed in both the government-wide
and proprietary fund financial statements o the extent that those standards do not conflict with or
contradict guidance of the Governmental Accounting Standards Beard. Governments also have the
option of following subsequent private-sector guidance for their business-type activities and enterprise
funds, subject to this same limitation. The Village does not fo foliow subsequent private-sector guidance.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses generally resuit from providing services and producing and delivering gooeds in
connection with a proprietary fund’s principal ongoing operations. The principal operating revenues of the
eiectric, water and sewer enterprise funds and of the government’s internal service fund are charges o
custormers for sales and services. The enterprise funds also recognize as operating revenues the portion
of fees intended to recover the cost of connecting new customers to the system. Operating expenses for
enterprise funds and internal service funds include the cost of sales and services, administrative
expenses, and depreciation on capital assets. All revenues and expenses not meeting this definition are
reported as nonoperating revenues and expenses. When boih restricted and unresiricted resources are
available for use, it is the government’s policy to use restricted resources first, then unrestricted resources
as they are needed.
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Village of Stockbridge
Noies to Financial Statements

1. Summary of Significant Accounting Policies {Continued)

Deposits and Investments — Cash and cash equivalents include cash on hand, demand deposits, and
certificates of deposit.

The Village reports its investments (when applicable) in accordance with GASB Statement No. 31,
Accounting and Financial Reporting for Certain Investmenis and for External investment Pools. Under
these standards, certain investments are valued at fair value as determined by quoted market prices or by
estimated fair values when guoted market prices are not available. The standards also provide that
certain investments are valued at cost (or amortized cost) when they are of a short-term duration, the rate
of return is fixed, and the Village intends fo hold the investment until maturity. Accordingly, investments in
bankers' acceptances and commercial paper are recorded at amoriized cost. The Vilage had no
investments at February 28, 2007.

State statutes authorize the Village te invest in bonds, and other direct and certain indirect obligations of
the U.S. Treasury, certificates of deposit, savings accounts, deposit accounts, or depository receipts of a
bank, savings and loan association, or credit union, which is a member of the Federal Deposit Insurance
Corporation, Federal Savings and Loan Insurance Corporation, or National Credit Union Administration,
respectively; in commercial paper rated at the time of purchase within the three highest classifications
established by not less than two standard rating services and which matures not more than 270 days
after the date of purchase. The Village is also authorized to invest in 1.5, Government or federal agency
obligation repurchase agreements, bankers’ acceptances of U.S. banks, and mutual funds composed of
investments as outlined above. The government's cash and cash equivalents are considered to be cash
on hand, demand deposits and short-term investments with original maturities of three months or less
from the date of acquisition.

State statutes authorize the government to deposit in the accounts of federally insured banks, credit
unions, and savings and loan associations, and to invest in obligations of the U.S. Treasury, certain
commercial paper, repurchase agreements, bankers’ acceptances, and mutual funds composed of
otherwise legal investmenis.

Investments are reported at fair value.

Receivables and Payables — All receivables are reported at their net value. They are reduced, where
appropriate, by the estimated portion that is expecied to be uncollectible.

Activilies between funds that are represeniative of lending/borrowing arrangements outstanding at the
end of the fiscal year are referred to as either “due toffrom other funds” (i.e, the current portion of
interfund loans) or “advances toffrom other funds” (i.e., the non-current portion of interfund loans). All
other outstanding balances between funds are reported as “due toffrom other funds.” Any residual
palances outstanding between the governmental activities and business-type activities are reported in the
government-wide financial statements as "internal balances.”

Prepaid ltems — Certain payments to vendors refiect costs applicable to future accounting periods and
are recorded as prepaid items in both government-wide and fund financial statements.

Restricted Assets — Ceriain proceeds of the enterprise funds' revenue bonds, as well as certain
resources set aside for their repayment, are classified as restricted assets on the balance sheet because
their use is limited by applicable bond covenants. Also, certain resources have been set aside to fund
capital asset replacements.
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Village of Stockbridge
Notes to Financial Statements

1. Summary of Significant Accounting Policies {(Continued)

Capital Assets — Capital assets, which include property, plant, equipment, and infrastruciure assets
{e.g. roads, bridges, sidewalks, and similar items), are reported in the applicable governmental or
business-iype activities columns in the government-wide financial statements. Capital assets are defined
by the government as assets with an initial, individual cost of more than $5,000 and an estimated useful
life in excess of two years. Such asseis are recorded at historical cost or estimated historical cost if
purchased or constructed. Donaied capital assets are recorded at estimated fair value at the date of
donation.

The cosis of normal maintenance and repairs that do not add fo the value of the asset or materially
extend asset lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest
incurred during the construction phase of capital assets of business-type activities, if any, is included as
part of the capitalized value of the assets constructed. No such interest expense was incurred during the
current fiscal year.

Capital assets of the primary government are depreciated using the straight-line method over the
following estimated useful lives:

Assels Years
Buildings and improvements 50
Vehicles 5-12
Equipment 5-20
Infrastruciure 15 - 60
Systems and improvements 10 - 50

Compensated Absences - It is the government’s policy to permit employees to accumulate earned but
unused sick pay benefits. Sick days are accrued when incurred in the government-wide and proprietary
fund financial statements. A liability for these amounis is reposted in governmental funds only if the
obiigation is expected to be liquidated from expendable available financial resources. The Village has
determined that the amount of accumulated sick days is immaterial and is not recorded in the
government-wide financial statements.

Long-Term Obligations - In the government-wide financial statements, and proprietary fund types in the
fund financial statements, long-term debt and other long-term obligations are reported as liabilities in the
applicable governmental activities, business-type activities, or proprietary fund type statement of net
assetls. Bond premiums and discounts, as well as issuance costs, are deferred and amortized over the
life of the bonds using the effective interest method  Bonds payable are reported net of the applicable
bond premium or discount. Bond issuance cosis are reported as deferred charges and amortized over
the ierm of the related debt.

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as
well a5 bond issuance costs, during the current period. The face amount of debt issued is reported as
other financing sources. Premiums received on debt issuances are reported as other financing sources
while discounts on debt issuances are reported as other financing uses. Issuance costs, whether or not
withheld from the actual debt proceeds received, are reported as debt service expenditures.



Vililage of Stockbridge
Notes to Financial Statements

1. Summary of Significant Accounting Policies {Continued)

Fund Equity — In the fund financial statements, governmental funds report reservations of fund balance
for amounts that are not available for appropriation or are legally restricted by outside parties for use for a
specific purpose. Designations of fund balance represent tentative management plans that are subject to
change.

Property Taxes - The government's property taxes are levied each July 1 on the taxable valuation of
property located in the Village as of the preceding December 31, the lien date. Property taxes are
payable without penalty and interest through August 31, as of March 1 of the succeeding year, unpaid
real property taxes are sold to and collected by Ingham County.

Assessed values as established annually by the government, and subject to acceptance by the County,
are equalized by the State at an estimated 50% of current market value. Real and personal property in
the Village for 2006 had a taxable value of approximately $32,600,000 (not including properties subject to
Industrial Faciliies Tax exemption), representing 50% of estimated current market value. The
government’s general operating tax rate for fiscal year 2006-07 was 10.74 mills for general operations
and 2.00 mills for iocal street.

Property taxes for the DDA are derived from a tax increment financing agreement beiween the DDA and
other related taxing districts. Under this arrangement, the DDA receives those property taxes levied on
the increment of current taxable valuations (determined as of the preceding December 31, the lien date)
over base year assessed valuations on certain property located in the Village of Stockbridge, which are
within the DDA district. Property taxes are recognized in the fiscal year in which they are levied.

2. Stewardship, Compliance and Accountability

The general and special revenue funds are the governmental fund types under formal budgetary control.
The Village adopts its budget in accordance with Public Act 621, the Uniform Budgeting and Accounting
Act, which mandates an annual budget process and annual appropriation act to implement the budget.

1} A general and special revenue funds budget is presented to Village Council in January, at which time
hearings on the budget are scheduled. A Public Hearing is held in February and a special meeting is
held to give all elected officials the opportunity to discuss their budget with the Council

2) The budget, and an appropriation crdinance implementing it, is then adopted in February.
3) Formal budget integration is employed as a management control device during the year for all funds.

4) Budgets presented for the general and special revenue funds were prepared on the modified cash
basis of accounting. Encumbrances are not recorded at year end.

5) Expenditures may not legally exceed activity (depariment) totals in the general fund Ali other special
revenue funds cannot legally exceed their respective fund totals

6) Budgets for the current year are carefully reviewed during the year for any revision of estimates.
Proposed increases or reductions in appropriations are presented o the Council for their action. The
legislative body amends the general appropriation act as soon as it bacomes apparent this action is
necessary.
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Viltage of Stockbridge
Notes io Financial Statemenis

2. Stewardship, Compliance and Accountability {Continued)

7} The Council has the authority to amend all budgets at the fund level through the appropriation
ordinance. it further has the right to amend the general fund at the activity level if it desires.
Management has no authority to amend budgets at the fund level. Management can do transfers
within funds at the deparimental level without governing board approval but not between

departments.

8) The budgetary information presented has been amended during the year by an official actioen of the
Village Council. The amendments were not significant in total.

9} All budget appropriations lapse at the end of each fund’s fiscal year.

3. Cash and Cash Equivalents

To facilitate better management of the Village's resources, cash is combined in 2 pooled operating
account for much of the Village's activity,

At year-end, the Village's deposits were reported in the basic financial statemenis in the following

categories:
Total
Governmental Proprietary Primary Component
Activities Funds Government Unit Totat

Cash and investments  $454,905 $167312  $622.217 $113,.838 $736,0585

The breakdown between deposits and investments for the Village are as follows:

Deposits (checking and savings accounts, certificates of deposit) $ 735,855
Peity cash and cash on hand 100
Total $.736.055

Custodial Credit Risk — Deposits — Custodial credit risk is the risk that in the event of a bank failure, the
Village's deposits may not be returned. The Village has not adopted and State law does not require a policy
for deposit custodial credit risk. As of year end, $536,864 of the Village's bank balance of $738,864 was
exposed to cusiodial credit risk because it was uninsured and uncoliateralized.

4. Receivables

Receivables of the governmental activities of the primary government
at year end, consist of the following:

Other governmental units {primarily the State of Michigan} $ 51458
Other 7.741
$_59.199
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Village of Stockbridge
Noies to Financial Statements

5. Capital Assets

Capital assets activity for the year ended February 28, 2007 was as follows:

Beginning Ending
Primary Government Balance Additions  Disposals Balance
Governmental Activities:
Capital assets not being depreciated:
Land $_304778 - 5 . $_304,778
Total capital asseis
not being depreciated 304,778 - - 304,778
Capital assets being depreciated:
Buildings and improvements 78,244 - - 78,244
Equipment and vehicles 404,766 4 960 87,477 322,188
Infrastructure 1,605,682 124416 - 1,730,098
Total capital assets
being depreciated 2,088,692 129,316 87477 2,130,531
Accumulated depreciation:
Buildings and improvements 63,665 1,160 - 64,765
Equipment and vehicles 284 304 18,582 87,477 216,408
Infrastructure 474,588 33,357 - 507,945
Total accumulated depreciation 822 557 54,038 87477 789,119
Total capital assets
being depreciated - net 1,266,135 75277 - 1,341,412
Governmental aclivities
capital assets - net $1.570,913 $_ 75277 § - $.1,646.190
Beginning Ending
Business-Type Activities Balance Additions  Disposals Balance
Capital assets not being depreciated:
Land $ 79111 $ - - $ 7s111
Construction in progress 2,586.477 497,154 2,718,108 365,523
Total capital assets
not being depreciated 2,665,588 497,154 2,718,108 444,634
Capital assets being depreciated:
Systems and improvemenis 4,320,646 2,749,718 7,070,364
Machinery and equipment 18,686 - - 18,686
Total capital assets
being depreciated 4,338,332 2,749,718 - 7,088,050
Accumulated depreciation 1,573,228 154,408 - 1,727,637
Total capital assets
being depreciated - net 2,766,104 2,585,309 - 5361413
Business-type activities
capital assets - net $5.431,602  $3.092.463 $2.718,108 $5,806,047



Village of Stockbridge
Notes to Financial Statements

5. Capital Assets (Continued)

Depreciation expense was charged to functions/programs of the primary government as follows:

Governmental Activities:
General government
Public safety
Public works

Capital assets held by the Village's internal service funds are charged
to the various functions based on their usage of the assets

Total depreciation expense — governmental activities

Business-Type Activities:
Sewer
Water

Total depreciation expense — business-type aclivities

8 Interfund Receivables, Payables and Transfers

$ 2644
356
33,357

17,682

The Village reports interfund balances between many of its funds. The sum of all balances presented in
the tables below agrees with the sum of interfund baiances presented in the statements of net
assets/balance sheet for governmental funds and proprietary funds. These interfund balances resulied
primarily from the time lag between the dates that (1} interfund goods and services are provided or
reimbursable expenditures occur, {2) transactions are recorded in the accounting system, and (3)

payments between funds are made.

Receivable

Due fromfto other funds:
General Fund $ 40,000
Water Fund -
$__ 40,000
Transfers In

Transfers:

Cemetery Fund $ 11,285
Debt Fund 31,658
Water Fund 15,000

Cemetery Perpetual Care Fund -
General fund -
Component Unit (DDA} -

$__57.943

Payable

5 -
40,000
$__40.000

Transfers Out

$ -
4,785
6,500
46,658

$__ 57,943

Transfers are used to. (1) move revenues from the fund that is required to collect them to the fund that is
required or allowed to expend them; (2) move receipts restricted to or allowed for debt service from the
funds collecting the receipts to the debt service fund as debt service payments become due; and (3} use
unresiricted revenues collecied in the general fund to finance various programs accounted for in other

funds in accordance with budgetary authorizations.
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Village of Stockbridge
MNotes to Financial Staiemenis
7. Long-Term Debt

The Village issues bonds to provide for the acquisition and construction of major capital faciiities. General
obligation bonds are direct obligations and pledge the full faith and credit of the Village.

Governmental activities - long-term obligation activity can be summarized as follows:

Amounts
Due
Beginning Ending Within One
Balance Additions Reductions Balance _ Year
Governmental Activities:
installment purchase
Agreements $ 81,690 - 30,449 51,141 $ 18,298
Bonds 190,000 - 20,609 170,600 25,000
Bonds $_271.580 $ - $_50,448 $_221.141 $_43.298
The following is 2 summary of the general obligation debt outstanding of the Village as of February 28,
2007,
interest Maturing Principal
Governmenial Activities Rate Through Qutstanding
General Obligation Bonds — Downtown
Development Authority
Limited Tax General Obligation
Downiown Development Bonds,
Series 1982 6.164 -6.250 2012 $ 176,000
Installment purchase
John Deere Credit - Backhoe 5.25 2010 38,419
Installment purchase
Ford Motor Lease — Police vehicle 6.65 2008 12,722
$_221.141

Annual debt service requirements to maturity on the above governmental bond obligations are as follows:

Principal interest Toial

2008 $ 43,298 $ 10,800 $ 54,098
2008 44 359 8,799 53,158
2010 38,484 8,760 45,244
2011 30,000 4,893 34,993
2012 30,000 3,125 33,125
2013 35,000 1,083 36.083

Total $_221,141 $__35,670 $ 256711
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Village of Stockbridge
Notes to Financial Statements

7. Long-Term Debt {Continued)

Business-type aclivities - long-term obligation activity can be summarized as foliows:

Amounts
Due
Beginning Ending Within One
Balance Additions Reductions Balance Year
Business-Type Aclivities:
Bonds $2,883,940 $ 413,441 $_(165,000) $3,132,381 $_200,000
interest Maturing Principal
Business-Type Activities Rate Through Qutstanding
1989 Mi Municipa! Revenue Refunding 7.50 - 7.55 2013 $ 65,000
1989 Mi Municipal Revenue Refunding 7.50 —7.50 2008 40,000
2005 Special Assessment Bonds 3.75-4.00 2015 360,000
Ml Revolving Loan Fund Program 2125 2026 281,811
MI Revolving Loan Fund Program 2.500 2023 2,385,570
$3.132.381

Annual debt service requirements to maturity on the above business-type bond obligations are as follows:

Principal interest Total

2008 $ 200,000 $ 87244 $ 287,244
2009 205,000 81,172 286,172
2010 190,000 74,103 264 103
2011 190,000 68,408 258,408
2012 195,000 62,660 257,660
2013-2017 840,000 227,513 1,167,513
2018-2022 880,000 113,590 993,590
2023-2027 385,570 16,904 412,474

Total $3.195,570 $_ 731,594 $3.927.164

The difference between outstanding balance and annual debt service balance is due to the Michigan
Revolving Loan Fund Program, which is an ongoing project for the Village. The entire approved amount is
$345,000. The Village has draws on the Loan of $281,811 as of February 28, 2007. The above interest
amounts are estimates based on the amount for the entire balance when compiete of $345,000.

8. Retirement System

Description of Plan and Plan Assets

The Village participates in the Michigan Municipal Employees’ Retirement System (MERS), an agent
multiple-employer defined benefit pension plan that covers all empioyees of the Vilage. The system
provides retirement, disability and death benefits to plan members and their beneficiaries.

MERS issues a publicly available financial report that includes financial statements and required

supplementary information for the system. That report may be obtained by writing to the MERS at 1134
Municipal Way, Lansing, Michigan 48817.
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Village of Stockbridge
Notes o Financial Statements

8. Retirement System {Continued)

Funding Policy

The obligation to contribute to and maintain the system for these employees was established by the Village's
personnel policy and requires a contribution from the employees of 5% of gross wages. The Vilage is
required to contribute at an actuarially determined rate.

Annual Pension Cost

For the year ended February 28, 2007, the Village's annual pension cost of $48,332 for the plan was equal to
the reguired and actual contribution. The annual required contribution was determined as part of an actuarial
valuation at December 31, 2004, using the entry age normal cost method and the employer contribution
amounts which are developed as a level percentage of payroll. Significant actuarial assumptions used
include; 8% investment rate of return and projected salary increases of 4. 5% per year. Both were determined
using technigues that smooth the effects of shori-term volatility over a four year period. The unfounded
aciuarial liability is being amoriized as a level percent of payroil on a closed hasis. The remaining
amortization period is 30 years.

Three-Year Trend Information as of December 31 follows:

2008 2005 2004
Annual Pension Cost $ 24992 $ 14,045 $ 14,558
Percentage of APC Contributed 100% 100% 100%
Net Pension Obligation 0 0 0
Actuarial Value of Assets 181,158 167,755 165,082
Actuarial Accrued Liability 497 878 471,475 422,774
Unfunded AAL 316,719 303,720 257,692
Funded Ration 36% 36% 39%
Covered Payroil 166,739 143,367 81,972
UAAL as a Percentage of Covered Payroll 190% 212% 314%

18. Risk Management

The Vililage is exposed to various risks of loss related to forts; theft of, damage to, and destruction of assets;
errors and omissions; injuries to employees,; and natural disasters. During the fiscal year, the Village carried
commercial insurance to cover all risks of losses. The Village had no seftled claims resulting from these risks
that exceeded their commercial coverage in any of the past three fiscal years.

11. Contingencies

The Village is subject to legal action as a normal course of business. However, management, with counsel’s
assistance, vigorously upholds their position on any such action. The uitimate resolution of these matiers is not
ascertainable at this time. No provision has been made in the financial statements related to these claims.

12. Segment Information — Enterprise Funds

The government issued revenue bonds to finance certain improvements to its water and sewer distribution
and treatment systems. Because the Water and Sewer Funds, which are individual funds that account
entirely for the government's water distribution and treatment and sewage disposal and treatment activifies,
are segments, and are reported as major funds in the fund financial statements, segment disclosures harein
are not required.
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Assets
Cash and cash equivalents
Total assets

Liahilities and Fund Balances

Village of Stockbridge
Combining Balance Sheet
Nonmajor Governmental Funds
February 28, 2007

Speigal Revenue Funds

Permanent Funds

Liabilities:
Deferred revanue
Total liabilities

Fund Balances:
Reservad for perpetual care
and endowment
Unreserved:
Unreserved;undesignated
Total fund balances

Total liabilittes and fund balances §

Cemetery
Drug Law 1992 Debt Cemetery Perpetual
Cemetery  Enforcment Searvice Flower Care
Fund Fund Fund Fund Fund Total

3 1,008 % 706 & -$ 9671 % 90057 ¢§ 110442
$ 1.008 § 706 3 - 9671 % 95,057 §__ 110442
3 640 § -3 - -3 -3 640
640 - - - - 640
- 8671 99,057 108,728
368 706 - - - 1.074
368 706 - 9.6871 099,057 109,802
1,008 § 706 § 9671 § 99057 % 110442
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Village of Stockbridge
Combining Statement of Revenues, Expenditures and Changes in Fund Balances

Nonmajor Governmental Funds

Year Ended February 28, 2007

Special Revenue Funds

Permanent Funds

Cemetery
Drug Law 1992 Debt Cemetery Perpetual
Cemetery  Enforcment Service Flower Care
Fund Fund Fund Fund Fund Tofal
Revenues:
Charges for services $ 25455 % 705 § - % -3 1,231 § 27391
Other - 2 - 518 4,785 5,305
Total revenuss 25,455 707 - 518 6,016 32,686
Expenditures:
General government 38,429 - 130 - 38,659
Public safety 1 - - - 1
Debi service:
Principal payments - - 20,000 - - 20,000
Interest and fiscal charges - - 11,158 - 11,158
Capital cutlay - - 500 - - 500
Total expenditures 38.429 i 31,658 130 - 70,218
Revenues Over (Under} Expenditures (12.974) 706 (31.658) 388 68,0186 {37.522)
Other Financing Sources (Uses):
Operating transfers in 11,285 - 31,858 - 42,943
Operating transfers out - - . - {4,785} {4.785)
Total other financing sources (uses} 11,285 - 31,658 - {4.785) 38,158
Changes in Fund Balances {1,689) 706 - 388 1,231 636
Fund Balances - Beginning of Year 2.057 - - 9,283 97.826 108,166
Fund Balances - End of Year $ 368 3 706 § -8 9671 % 99057 $§ 109,802
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Village of Stockbridge
Statement of Revenues, Expenditures and
Changes in Fund Balances - Budget to Actual
Major Street Fund
Year Ended February 28, 2007

Variance
Favorable
Budget Actual {Unfavorable}
Revenues:
State grants $ 50,000 % 55,248 % 5,248
Interest and rentals 800 1,124 224
Total revenueas 50,800 56,372 5472
Expenditures:
Highways and sireets:
Construction 110,000 123,516 {(13,5186)
Maintenance 17,750 43,580 (25,840)
Traffic services 2,500 1,412 1,088
Snow and ice contiol 11,150 B 963 2,187
Storm sewer 3,500 2,381 1,119
Administration 10.500 6,152 4,348
Total expenditures 155,400 186.014 {30,614}
Net Changes in Fund Balances {104,500) {129,642} (25,142)
Fund Balances - Beginning of Year 156,614 156,614 -
Fund Balances - End of Year i 52,114 § 26972 § {25.142}
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Viltage of Stockbridge
Statement of Revenues, Expenditures and
Changes in Fund Balances - Budget and Actual
{ ocal Street Fund
Year Ended February 28, 2007

Variance
Favorable
Budget Actual {Unfavorable)
Revenues:
Taxes $ 44000 & 50,765 $ 8,765
State granis 22,000 22,237 237
Interest and rentals 1,000 1,478 478
Total revenues 67.000 74,478 7,478
Expenditures:
Highways and streets:
Construction 29,980 800 29,080
Maintenance 16,500 14,357 2,143
Traffic services 1.825 620 1,205
Snow and ice control £,900 7.430 {530)
Storm sewer 3,185 2,439 756
Adrninistration 8.600 6,152 2,448
Total expenditures 57 000 31.898 35,102
Net Changes in Fund Balances - 42,580 42,580
Fund Balances - Beginning of Year 76,936 76,936 -
Fund Balances - End of Year $ 76,936 § 119,516 3 42,580
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Village of Stockbridge
Staternent of Revenues -
Budget to Actual
General Fund
{With Comparative Amounts from the Prior Year)
Year Ended February 28, 2007

Variance
Favorable
Budget Actual {Unfavorabiej 2008
Revenues:
Taxes and penallies:
Property taxes $ 273,000 § 274,008 $ {4991 % 263,580
Penalties and interest on taxes 500 322 {178} 368
Total taxes and penalties 279,500 274.331 {5,169} 263 857
Licenses and permits:
Busingss permits 3,000 1,118 {1,884} 3.806
Nonbusiness permits 2,000 1,046 {954) 1,581
Zoning and map review 2,500 i.175 {1,325} 2815
Total licenses and permits 7.500 3.337 {4,163} 8,412
State grants:
Sales tax revenue sharing 118,000 115,316 {2,684} 120,801
Liguor tax 1,500 1.808 308 1812
Total staie grants 119,500 117.124 (2,376} 122,613
Charges for services:
Refuse collection 36,500 38872 2,472 39,064
Property tax administration fee 3,000 3.635 635 3.603
Total charges for services 39,500 42,607 3107 42,667
Interest and rentals:
Interest 2,000 4,808 2,808 5,702
Rentals 16,300 20,387 4,087 23,302
Total interest and rentals 18,300 25.195 6.855 28.004
Other revenue’
Miscellaneous 71.200 22892 {48.208} 100,029
Total revenues 3 535500 % 485586 § {49914} § 566,682
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Village of Stockbridge
Statement of Expenditures -
Budget to Actual
General Fund
(With Comparative Amounts from the Prior Year)
Year Ended February 28, 2007

Variance
Favorable
Budget Actual {Unfavorable} 2008
Expenditures:
Legislative
Village council b 35620 % 56,6837 & (21,0173 60,641
General govemment
President 2,830 1,630 1,000 1,825
Manager 66,500 62,424 4,076 63,900
Clerk 11,800 17,856 {5,956} 11,282
External audit 2,000 1,500 500 2978
Treasurer 11,900 10,069 1,831 11,306
Building and grounds 115,250 70,771 44 479 128,301
Other 2.550 2,168 381 1.717
Total general government 212,730 166,419 46,311 219,408
Public safety
Palice 171,000 135,879 35,121 122,430
Zoning 11,400 7,163 4,237 -
Building inspection 2,900 4,262 (1,352) 7,057
Total public safety 185,300 147,294 38,006 129.487
Public works
Sidewalks 3,750 750 3,600 2,041
Street lighting 16,800 14,694 2,106 14777
Refuse collection 36,000 32,445 3,551 35,650
Total public works 56,550 47 883 8,657 52,468
Culture and recreation
Veterans Memorial Park 11.4G0 13,787 {2,387} 18,372
Other
Fringe benefits and payroll taxes 33,800 37,936 {4.036) 50,031
Total expendiiures 3 535,500 $ 469,066 $ 65,534 % 530,408
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Village of Stockhridge
Schedule of Bonded indebiedness
General Chligation Bonds
February 28, 2007

Governmental - Limited Tax General Obligation

Bond 1992
Issue Amount Interest Maturity Inferest
Date of issue Rate Date 2i28/2006  2/28/2007 Payable
Augusts 1, 1992 $ 350,000

6.164% 6/1/2006 § 20,000
6.193% 6/1/2007 25,0006 $ 25000 § 8778

6.204% 6/1/2008 25,000 25,000 8,241
8.214% 5/1/2008 25,000 25,0600 6,668
6.227% 6/1/2010 30,000 30,000 4,993
6.234% 6/1/2011 30,000 30,000 3,125
6.250% 8/1/2012 35,000 35,000 1,093

$ 190,000 § 170,000 $ 33,928
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Village of Stockbridge

Schedule of Bonded Indebtedness
Water Fund

February 28, 2007

Water Supply and Distribution System Revenue Refunding Bond

Series 1989

Issue Amount Interest
Date of Issue Rate
March 23, 1888 $ 230,000

7.500%
7.500%
7.500%
7.500%
7.500%
7.550%
7.550%
7.550%

Michigan Revolving Loan Fund Program
Series 2006

Issue Amount Interest
Date of Issue Rafe
April 25, 2006 $ 345,000

2.125%
2.125%
2 126%
2.125%
2.125%
2.125%
2.125%
2.125%
2.125%
2.125%
2.125%
2.125%
2.125%
2.125%
2.125%
2.125%
2.125%
2.125%
2.125%
2.125%
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Maturity Interest
Date 2i28/2006  2/28/2007  Payable
11/1/2006 § 10,000
11/1/2007 10,000 $ 10,0600 § 4,883
114172008 10,000 10,000 4,143
11/1/2009 10,000 10,000 3,393
11H/2010 10,000 10,000 2,642
1141112011 10,000 10,000 1,888
11/1/2012 10,000 10,000 1,133
11/1/2013 5,000 5,000 378
$ 75000 $ 65000 $ 18470
Maturity Interest
Date 2i28/2006  2/28/2007  Pavable
44142007 3 - % 15000 § 6489
4/1/2008 - 15,000 7,015
4172009 - 15,000 6,696
4/1/2010 - 15,000 8,377
41112011 - 15,000 6,058
4{1/2012 - 15,000 5,739
4/1/2013 15,000 5,420
4/1/2014 15,000 5101
4/1/2015 - 15,000 4,782
4{1/2016 - 15,000 4,463
41112017 15,000 4144
4112018 - 20,000 3,825
41172018 - 20,000 3,400
41112020 - 20,000 2,975
41112021 - 20,006 2,550
41112022 - 20,000 2,125
4/1/2023 - 26,000 1,760
4/1/2024 - 20,000 1,275
41172025 - 20,000 850
41172026 - 20,000 425
$ - $ 345000 3 81409




Village of Stockbridge
Schedule of Bonded Indebtedness
Sewer Fund
February 28, 2007

Michigan Revolving Lean Fund Program

Series 2003

Issue
Date
September 25, 2003

Amount
of Issue
$ 2,773,000

Interest
Rate

2.500%
2.500%
2.5600%
2.500%
2.500%
2.500%
2.500%
2.500%
2.500%
2.500%
2.500%
2.500%
2.500%
2.500%
2.500%
2.500%
2.500%
2.500%
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Maturity [nterest
Date 2/28/2006  2/28/2007 Payable
10/1/2006 $ 115000 § $ -
10/1/2007 115,000 115,000 59,612
10/1/2008 120,000 120,000 56,764
10/1/2009 125,000 125,000 53,764
10/1/2010 125,000 125,000 50,638
10/1/2011 130,000 130,000 47514
104112012 130,000 130,000 44 284
10/1/2013 135,000 135,000 41,015
10/1/2014 140,000 140,000 37,639
10/1/2015 140,000 140,000 34,139
10/1/2016 145,000 145,000 30,640
10/1/2017 150,000 150,000 27,014
10/1/2018 155,000 155,000 23,264
10/1/2018 155,000 155,000 18,390
10/1/2020 160,000 160,000 15,514
10/1/2021 165,000 165,000 11,514
10/1/2022 170,000 170,000 7,390
10/1/2023 125,570 125,570 3,138

$2,500,570 $2,385,570 $ 563,215




Village of Stockbridge
Schedule of Bonded Indebiedness
Sewer Fund
February 28, 2007

Sanitary Sewage Collection and Treatment System Revenue Refunding Bond
Series 1989

Issue Amount Interest Maturity Interest
Date of Issue Rate Date 212812006  2/28/20Q07  Payable
March 23, 1988 $ 315000
7.500% 11/1/2006 $§ 25,000
7.500%  11/1/2007 20000 $ 20,0006 $ 3,000
7.500%  11/1/2008 20,000 20,000 1,500
$ 65000 $ 40000 § 4,500
Special Assessment Bonds
Series 2005
Issue Amount Interest Maturity Interest
Date of Issue Rate Date 2/28/2006  2/28/2007  Pavable
September 29, 2005 $ 375,000
3.750% g/1/2006 3 15000 $ -
3.750% 9/1/2007 40,000 40,000 § 13,250
3.750% 9/1/2008 40,000 40,000 11,750
3.750% 9/1/2009 40,000 40,000 10,250
3.750% 9/112010 40,000 40,000 8,750
4.000% 9/1/2011 40,000 40,000 7,200
4.000% 9172012 40,000 40,000 5,600
4.000% 8M/2013 40,000 40,000 4,000
4.000% S/1/2014 40,000 40,000 2,400
4.000% 9/1/2015 40,000 40,000 800
$ 375000 § 360,000 $ 64,000
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To the Village Councit
of the Village of Stockbridge

in planning and performing our audit of the financial statements of the governmental activities, business-type
activities, each major fund, and the aggregate remaining fund information of the Village of Stockbridge as of and
for the year ended February 28, 2007, in accordance with auditing standards generally accepted n the United
States of America, we considered the Viliage's internal control over financial reporting (internal control) as a basis
for designing our auditing procedures for the purpose of expressing our opinions on the financial staternents, but
not for the purpose of expressing an opinion on the effectiveness of the a governmental unit's internal confrol.
Accordingly, we do not express an opinion on the effectiveness of the governmental unit's internal control.

Our consideration of internal control was for the limited purpose described in the preceding paragraph and would
not necessarily identify all deficiencies in internal control that might be significant deficiencies or material
weaknesses However, as discussed below, we identified certain deficiencies in internal conirel that we consider
to be significant deficiencies and other deficiencies that we consider o be material weaknesses.

A control deficiency exists when the design or operation of a control does not allow management or employees, in
the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A
significant deficiency is @ control deficiency, or a combination of control deficiencies, that adversely affects the
entity's ability to initiate, authorize, record, process, of report financial data reliably in accordance with generally
accepted accounting principles such that there is more than a remote likelihood that & misstatement of the entity’s
financial statements that is more than inconsequential will not be prevented or detected by the entity's internal
conirol We consider the following deficiencies io be significant deficiencies in internal control.

2007-1- The management of the Village is able to produce internal financial statements which allows for
financial management of the day io day operations. However, management relies on the external
auditors to prepare its external audit reports. While this may be typical of some smaller
municipalities, it is considered a material weakness under SAS 112, which became effective this

year.

2007-2- Due to the limited personal in the acoounting department, the Village lacks segregation of duties
over several areas, inciuding cash receipting, journal entry processes, and cash disbursements.
The limited size of the staff does not allow for segregating duties The Village should be aware of
these areas and attempt {o estabiish procedures 1o minimize this lack of controls.

2007-3 While many improvements have been made in the area of audit adjustments, we still made
journal entries that were material adjustments to the financial statements. This again is
considered a material weakness under SAS 112, which became effective this year.

A rmaterial weakness is a significant deficiency, or & combination of significant deficiencies, that results in more
than a remoie likelihood that a material misstatement of the financial staternents will not be prevented or detected
by the entity's internal control. Of the significant deficiencies described above, we consider Finding 2007-1 and

2007-3 to be material weaknesses.

WiLLIS & JURASEK, P.L.

LIS J SEK, P.C Phone Number: (517) 788-5660
E)T’? S)%L(‘;ng Arbor Road Fax Number: (517) 7889872
Suite 2 E-Mail: willis@willispc com

ackson, M1 §9203-365 ieb si i
Jackson, ML 49203-3690 Web site; www willispc com



This communication and the attached memorandum is intended solely for the information and use of
management, the Village Council and others within the organization, and is not intended to be and should not be
used by anyone other than these specified parties.

Wl <+ %u,maﬂt P

Willis & Jurasek, P.C. -

August 15, 2007



Viliage of Stockbridge
Comments and Recommendalions.
Year Ended February 28, 2007

Budget

Public Act 621 requires budget amendments prior to actual expenditures being made if expenditures exceed
budgeted amounts. During the year, the Viliage had certain actual amounts that exceeded the budget at year end.
While the amounis are minor in nature, procedures should be put in place to amend the budget as needed during
the year and final budgeis approved before year end.

Downtown Development Authority

Tax coliections being remitted to the Village by the local Township continues to be a problem. At year end there
still is taxes that have not been remitied ¢ the Village for last years captured taxes. We recommend you meet
with the local Township officials and try to remedy the situation. You are not receiving your tax money from the
Township on a timely basis, which affects cash flow for the DDA

A reminder that you are limited to the amount of capiure of School taxes. You are only allowed 1o capture these
taxes up to the amount of allowable debt and the amount of aliowable debt is continuing to decrease as these
various debt obligations are paid off.



